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The Product Concentration of Large
Corporations

Walter F. Growdur, Ghiofl, Baginsm Structurs and Opecagdone tale, Dividdoa of Rekchich aod Statistics

T is o wall known Inct that a comparntively few

large corporations control & substantinl part of the
national eorpornte wealth. But lttle analytical me-
terial bas bean available to indicata the role played by
thess spme corporations in the output of the individunl
produsts manufaetvred by them. Although many
basic and critical business decisionzs are made in termes
of products, the information wvailable for the study of
these leading corparstions hos been in oiher ierms,
Many obvious questians hove gone uwnanswered. How
raony difforent producta do they manufacture? What
ia the significance of each produet in the company total?
How importent in the naticnal morket is a company’s
output of each of its products?

A= a pari of the report on “The Structure of Yodus-
iry,” ! which was prepared by the Depactment of Com-
meros in coopernbion with the Temporary National
Evonomic Committes, & new monsure of concentration
in product terms was developed which throws light oo
how big corporations look productwise. For each of
the products of the largeat menufachuing corporations
enswers are supplied to twe questions, how importand
ie the value output of esach product to the individusl
compony, and how impotant is each compony’s out-
put of ench product in the tolal domestic production
of that produet?

The analysis which {ollows is based on product ¢ data
for tha lngest 50 manufacturing companies reporling
in the Ceneuz of Manufactures for 1937. 'The com-
ponies were selected on the basis of their value of prod-
ucts; thed is, the cotectns reporting in the Census of
Muanufastiores for 1937 wore muayed in terms of the
total value of their products and the largest 50 selected.
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Since the Bureau of the Census is probibited by Federal
mtatnts from revealing tha confidentizl dats supplied by
reporting companies, tha data for individual companies
and producis nra presented under symbalz.  Whils this
procedura undoubtedly reduces the news valua of tha
datn, it stll makes possible the preasntoation of sig-
nificont faotz about the proeduck struciures of larga
American manufecturing compogies. Indeed, som-
parisone of thesa corporations in abstraot product
symbols bring out structural similarities and differances
which mighé not be so apparent if atéention were
directed to the concrete nature of the several product
structures.

Euach of thess 50 compenies is a central office in the
maoming used by the Census; thad 15, soch concern
ppurstes mora than ans esteblishment or plant sod tha
production dota from all are byought together and
reported from one centrel offica. These may ba holding
companies in which the submdiaries operate on an
independent or semi-independent basis. In such cases,
the operating data of the subsidiories sre kayed to thosa
of the top holding company and the total manufacturing
cperstions ore reporied for the whole ownership interest.
The control over establishmente is limited to these
which are owned outright or those of subsidiery. com-
panies in cases whers the majority of the votiog stock is
controlled, 'There are undoubtedly some cnses of
majority voting stock control not knewn to the Clensus
oithouph the wnderstotement is probably quite small,
Moareover, many situations obrigusly exizt in which less
than majeriéy voting stock is sufficient to give effeotive
working control to the compoet minonty owner. Inter-
locking directorates, common baplang intorests, well-
orgenized irnde associaticms, and o varisty of agree-
ments which ore Junetionslly of vest importance in a
study of conzentration of contrel are not mensured in the
datn presanted Lere.

The Significance and Extent of the Operatons of
the Largest 50 Companies

Before presenting tha datn on the individua! product
atruciures of the lorgest 50 manufacturiog corporations,
it is interesting to appraise the significance of these
glant corporntions in over-all terme,

The Largest 59 Corporations Plaved an important Role in the
Economy.

The rale played by these 5O large eompnanies in all

manufasturing may ba veviewed and their signifiecnnca
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appraised by ab inspection of the meiarial presented in
tablal. In ordar that the poaition hald by the “largesi
50’ among other large corporntions may be exemined,
similar dats mesuring the sipnificance of the largest
100 and the largest 204 corporations are alse presented.
The messures of over-all bigness of a relatively fow
large aorpotations s presented in this teble male
possibile o quantitative evalustion of their signifisence
in & mannear which has not heretofore been poasible.

Although tha largest 50 corporationa controlled ondy
2 parcent of oll estoblishments in menufasturing, they
amployed 16 pareont of all wape anrpers, paid 21 percent
of the wage bill, and their appregats output waa 28
pareent of the total valne of praducts in all manufae-
turing in 1937. Thees 60 companies, of course, were
ot petive in the production of pll the diferent mann-
factured produets.  1f the compnriaon i3 Jupited to the
products sctuslly manufactured by them, their volue
output made wp 38 percent of thia adjnsted toesl,

By comparison, the lsreest 200 corporntions con-
trofled 2.2 percont of all masufacturing eatablishmenis,
smployed 26,3 percent of nll waga emrners in menu-
facturing, paid 32.8 percemt of the woge bill, and
nccounted for 41.0 parcent of the totel value of oll
manufaciorad prodicts.

Among thege 50 giant corporations there waa o wide
rooge in the degree of bigness. The largest of the &0
had & value outpus approximately 20 times that of the
50th compeny . the array. Some ides of tha relative
siza of these 50 a8 compared with the largest 100 snd
200 corporations is afforded by the fact that tho totel
value output- of the largest corporation was approxi-
mately 40 times thet of the 100th compsny, and 3¢
times that of the 200th company.

Tha Qperations of the Largest 50 Compandan Wars
Concentrated in » Few Genernal Lioes.

The activitiez of thezs 50 manufastoring companies
tended to bae much mors heavily concentrated in certain
genarnl lines of activity or in certoin censuy industry
groupa thoan in others. On the bogis of their prodom-
inont petivity (measured by waluo of products), 10 of

the 50 componisa wers classified m the mon and atosd
group, 7 in tha food and kindred products group, 7 in
the products of petroleum and coal group, 5 in the trens-
portation group, and 4 ench in the chemieals group, the
nonferrous metals group, and the machinery group.
Thie concentration i certain industry proups points to
the sonelusion. thet something in the nature of the prod-
nata or in the technolopy under which they were pros
duced probably waa conducive o mass production. It
plso suprasts tha possibility thet these giané corpors-~
tions found rome of their competition within the ranks
of tho 50 companies thamnselves.

These 50 companiez taken together manufactured
2,043 diztinet cengus produnta, Obviously, sovaral of tha
enmparties may have participated in the manufacture
of any ona of theze products. Actunlly, 13 of the 56
eompaniea wars active in the manufseture of four prod-
ucts, By far the greater proportion of the produets,
however, had only one among the 50 companies active
in their production. Spenifically, sbout half of tha
products ‘wera produeeed by only one among the 50
eompanica, 25 peroent of the produets were produced by
two compahizs, & littie more thon 10 percent by three
componiez, and the remaining products by four com-
paniea o' more.

The operations of these 50 companies ware apraod
over many industries, but the extent of their activitiea
varted widely. One of the companies netuslly manu-
factured producta which were clossified in 39 census
indugtries, whils, ot the other extrames, one company
opareted in only two industiics. For a more typical
nupneurs, 27 of the 50 companies manufacturved produets
clagsified in 10 industries or more.

The distribution of the 50 companies necording to the
numhar of eatablishmenta or plants operated per com-
pany gives further evidence of the wide ranpe in the
oxtent af their operntions. Thres of the companies
oparated only 7 estoblishments ench, while one com-
pany operated 297 estoblislments. Alwnost half of the
compaunies operated 25 or fewer sstablishmonts and only
16 componies operated more than 50 esteblishynenta,

" Table |.~Impartance of tha Largeat B8, the Largest 180, and the Largest 200 Manufacturing Compunies, 1937
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The number of products menufsotured by each of the
50 companies aleo varied within o wide ronge. Cne of
the componics produced only & produets, while, at the
vther extreme, one company menufnctured 30% separate
rroducts. Between these limits, the companies tonded
to cluster ot the lower end of the rapge. Approximately
threcfourths of the companies manufactured fewer
than 100 products.

In genersl, there wis & tendeney for the concerns to
organize their activity in such a maaner thed only w
few products were manufastured in ench porticular
establishment—netually, thers were five or Jesz prod-
ucls manufastured in 75 pereant of the cestablizhments
and almost 90 pareent of the establishmenta prodused
fowar thom 11 produces.

The Importance to the Imdividual Company of
Each Product Manufactured

The analysis of the individual praduct stroctures of
these 50 large maunfasturing corporations iz based on
two messures of the significonce of sach preduct.
First, the importancs of on individual product to esch
COMPATY 8 measured in terms of the contribution that
produet made to the totsl value of the company’s
cutput; snd, second, the importance of sach company’s

Thcrammwannn S a B R e PR S o R N TR,

Pigura §.—Numbar of Froducts Mapufactursd by Each of the Lasgost
_ Fifty Manuisciwring Compenics, 1437 (). 5. Trepartment of Commerca).

output of an individus! product is measured in terms
of the proportion which that output was of the fotal
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United Biates value of the product. In this ssction, the

analysis of the product structurce of the 50 companies

is based on the data derived from the first measuge,

Majority of Products Made Small Coittribatlon to Totwl
Company Output. ]

These 50 vompsnies manufactured & total of 4,085
produocts {tebla 2), This doss net mean thet the com-
paniez manufoctured 4,085 distinet snd asparate prod-
uets. It only represents a cumulation of the nwmber of
products manufactured by ench compony.! Of this
totnl, thera were 1,472 products, or 36 percent, which
accqunted individuolly for leas thoan 0.1 percent of tha
total output of ench compony. Furthermore, thera
wore 1,920 produets which accounted for 0,1-1.0 per-
cant of any company’s total. In other words, 83.3 per-
cemt of oll the products maoufastured by thess 50
companies aceounted individaally for 1 percent or less
of & company’s total output ond 04.7 percent of the
total number of products manufacturved acoounted indi-
vidually for 8 percent or less of any company’s oubput.
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pamban, 1937 (11, 8. Department of Coomierce),
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Thare were ouly 4 products from the whele list which
individuslly tcopunted for more than 75 pertent of a
single company's volue ouiput.

Although tha products whioh soporately accounted
for & smell proportion of ench company’s total outpuk
ropramented the majority of the number of each com-
pany’s praduatz, they made up, even in the aggregnte,
only n smell percentago of the total valuoe of products
of the mdividual ecompanies. The relative variation in
ihe number of products manufactured por company is
shown in figure 8, while the proportion of the total valua
puatput for soch company accounted for by the major
product is shown graphicnlly in figure 8. By inspacting
these charte together n visual eomparison of the pers
contago contribution of ench product to the company
total nnd the sbaolute nember of products per company
may bo obtained. From figure 9 the relative signifi-
cance of tha nggregats valuee of the minor products
dimeussed in the preceding parograph may be seen,
Only in company “S,” which producsd the largest
number of products, 302, did the aggregate value of
minor products amount to more thag 20 parcent of the
company’s total valus of producis.* For tha majority
of the companiea, the aggregsts value of these producis
waa leas than & percent of the company's total.

Table 2,~Distribution of All I"rod‘uc:a Manufactured by the

Largest 50 Companles According ta the Fro of the
Cotnpany's Tntu:l Duatpue Accoutibed for by h Produce,
1937
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Turaing now t¢ an examinniion of the contribution of
the major products of each company, wo sco the ten-
dency for o few products to account for 4 leige proner-
tion of the totel value of ench company's output. Tl
length of the eolid horizontal bars in fguve 9 indicates
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the percentags contribuiion of tha most imporéant prad-
wet (voluewisa) to oneh compony and tha subsequent
seations of esch bar indieats the contribution of ench
suecaeding product in order of importance. At ons
axtrame, the mest important product of company S
aceounied for 8.4 percent of the totel outpus of that
company, while, at the ather sxtreme, tha most im-
portant produet of company “AJ* acconnted for ¥4.6
percont of the total walua output of chat ¢ompany.

Between theso extroanes there was considorable
vorintion smong the individunl ecompanies, but, in
genoral, a rather brond inverse relation existed between
the numhber of products manufaetured by n company
and the contribution of the leading product to the
company’s total volue output.

To summarize the makerinl presented in ehis section,
the largest &0 manufacturing comnpanies wera engagad
in the production of many producia. The mojority of
these products, taken individually, made relatively
small sontribnéions porcentogewise to the total volua of
products of the ¢ompanics. On the other hand, the
major portion of the total valua of prodocis of these
compalies was accounted for by the value conteibution
of relatively fow products. In some of the companies
thess mnjor products were undenbtedly relnted in the
senso that they ware joint products, by-producis, or
successive products in an integrated organization, bat
in the product structuras of other coinpenies, thare was
probably no funciionnl relation asmong ihe major
products.

Importance of Each Company's Output of an
Individual Product in the Total Domestic Pro-
duetion of That Product

In deseribing the product strogstures of these 50
eompanies W tho proceding sention, it was seen that the
total valuo output of ench company resulied from the
production of many produeta. In thie saction, the
vutput of each product of each company is measured
apainst the total United Statea sutput of that product.
Tha data prosented will Lolp to elaxify the relationship
hetwesn bigness and concentration in the control of the
production of individeal produata.

Tha product date are computed on a notional bosis,
and the ouéput of a given product by mm individual
compony represents the ngpregate production of thai
product in the vorious plants aperated by the soncern.
To the extent the morket for any pariienlar produst
wes not nationnl in seope the measure of concentration
of control developed hers undarstates the true situntion.
A marlet 8 defined geopraphically by the nrea aver
which sellors compate and, when this aren is reduced by
transportation costs or difficulties of communjention
smong potantial eellers and buyars, the number of com-
patitors s reduced and the dagres of concentration eor-
respondingly inorensed, In other worda, the higness
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or sinlleess of a concern for price analysis must be
measured in terme of the size of the markets for ils
separnte praducts, The local gristmill of frontier days,
although extremely smiall in terms of the volume of its
output, presumably was musch lorger relative to the
size of its market than the big fowr milling concern of

today, selling on a nutional bosis. It is belioved, how- |

gver, thot this limitation i= not particularly jvaporiant.
For thess large corporations to nitain their size, the
major produsts manufactured by there must ipas fasto
he produets for whish thers in on encormouns nass
demsnd derived from o larws pard of the populntion.
Tha Concentration Percentages * of Products YVarled Widely.
The dato which show the renge of the importance in
the United Btates of the products monufectured by
these 50 companies ¢over wide differences in the ackial
proportions of the national totale necounted for by ench
compony. Forty-thres percent of the oomber of
products were items in which the companies individually
manufactured § percent or less of the total volue of cach
praduct. The distribotion of products over the entire
range of concenirntion moy be obtaingd from the datn
presented in teble 3, Although not shown in the table,
the concentration percentages for 167 of the produsis
were less thoun 0.1 percent. If each of the largest 50
manufncturiog companies ¥ exiouned separntely, it ia
seen, then, that o large percentogo of the pumber of

producis wers items in which the eompanies were small

produaers,
Table J.—DMatribotion of che Number and Yahoee of Produces
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Forty-nina of the fifiy companies manufactured ot
least one product in which the output of the company
was less thon 5.1 percent of the United States total.
For the remaining company, the least important product
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aceounted dor 9.3 percent of the total value for that
produnt, On the other hand, the output of products
with ihe highest conventration ronged from 12.9 percent
of the domestic total in the cnze of obe company to 100
pereent of the total n the ¢ose of 1% other companies.
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Pijora I =Porcativie Dintributinn of dss Nomber of Prodvets of Esch
of tho Largeat Elfty Manefacturind Companies by Unlisd Jintes Con-
ceatraticn Classes, (937 (U. 8. Deparrment of Commesce)-

In other words, thesa 13 companias each produced at
least onae product in which they accounted for the entira
output. It izinteresting {0 note that 7 companies man-
ulnctured no product in which their output made wp
more than 25 percent of the total domestie produstion.,

In the upper concentration ranps, thare were 59
produate for which the output of individual sompanies
acounted for 05 to 100 parcent of the total domaestic
output, and 20 of the 50 companiss participeted in their
production. For about one-fifth of the total number of
products, the output of an individual compsny ac-
counted for more than 25 percent of the United States
totsl,

The ralative numbar of products falling in the various
concentrrtion perceniage ctasses for sach company is
summarized praphienlly in figure 1¢.  From this chart it
will be saen thot the distributions among the companies
do not vary significantly with the numbar of produets
manufactured by ench. For example, 21 percent of the
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total number of praducta of compeny 8" (302 products)
fell in the 5 percent or less claes, while 33 percent of the
total number of produocts of company “AJ” (6 producis)
fell in this same clasa. At one extreme, company “M"
{42 products) had 81 percent of ite products in the 5
percent or less” ¢loss, while company “T." (10 products)
meoufactured no product with & concentration per-
centage as low as 5§ pexcent.

Impuortant Breducts of the Companies Had Hidh Valne,

In the preceding disevssion, interest centered in n
description of the proportion of the number of produatz
falling in the varions econcentration classes. There it
was seen that the majority of the rumber of producta
wers those in which the individual company produaction
mode up & small portion of the domestic total. How
impovtant weve thess products in ssdue terms? Con-
rersaly, how important in value terms were those much
fawer pruduf.t.ﬂ numericaily, i in wluch there wos higher
econcentration in output?

The aggregate value of the produces falling in the
"lese than 5.1 percent” concentration class was 0.3
percens of the total value of products of the &0 compo-
niez. Thus, it may be ssid thai 43 perceni of the
total number of products menufactured by the 50 com-
paniea were those in whick fhe individunl company
output was § percent or less of the United Stotes totol,
whila the total ralue of these produsts made up only €.3
percent of the ageregate value of products of the com-
panies. {See toble 3.0 For the products with con-
centrodion percentnges above 15 percent, the wvalue
prently exceeded the numbar. In fnct, one-third of the
number of products fell in tlis rangs, but thess producis
accounted for more than two-thirds of the total value of
all the producie. In general, then, those products in
which the compaoy proporiion of the domestic toinl
was low were the rclatively less important preducts
rolwewise, wigle the most important products were
thoss in which the outpui of individual componies

Table 4~ Distribution of Products Manufactured by the La
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represented an jmportont portion of the United States

total.

Products Importunt to Companles Wers Alse Imporeane in
Domestic Total. _

The importancs of enoh produst to ench of these 50
largs oorporntions wes apalyzed in an earlier section
and we have just examined the significance in the United
Btates total of avary company's ontput of each individ-
uel product, We may now put the meteriala of these
gegments together ond study Eha interrefntion of the
parte. Consulting table 4, it may be seen thei there
ware 1,472 products which individuslly accounied for
lese than 0.1 percent of 2 compeny’s totel output. The
valua contribution of each of 152 of these to the total
domestic production was less thon 0.1 percent and the
volue contribution of 1,041 items was 5 percent o less
of the notionnl total (table 2), There wore 14 instances,
however, in which & produet thab made up less than 0.1
pereent of the company'a total accounted for the entire
output of the particular produet.

Agerin consulting table 4, pmong the vorious products
produced ware threa whose volue in cach case made up
80 to B4 percent of the producing company's Lotal
output. Two of these 3 produsts, in furn, had an indi-
vidual value which aseountod for 20 bo 25 percent of Lhe
spereznbte volue of that product manulaciured in the
Unitod States, while the third accounted for 26 to 30
parcent of the United States total,

Eeading from the table along Lhe other axis, we find
that, of the 157 products with concentration percent-
oges less than 0.1 percemt, 152 were producis which
individuolly accountad for less thon 0.1 percent of o
company's total velue output, and 5 produsis were in
e "0.1-5.0" percent class. AL the other cxbreme,
there were 42 prodvcts {or which the output of an
irdividual company mode up the total United States
production ond, n the cass of 14 of thess products,
the output of 1he individval product accounted for

54 Companies by Parcentage of Company Toiel and by
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lesa than 0.1 pereenl of the company’s {olsl value
output nnd 28 of the produats were in the “0.1-5.0"
pereent clnss.

Cortain penoral obsorvations may ba drawn from
the matarial prescnted in this table regording the relo-
tion botween products important to esch company
mmd the significance of each company’s output of thesa
producta in the United States total. If we moy say
that o company’s output of n partieder product
vopresents an “important” part of the Unitk] Statea
total produetion of that itemn when {he company's
autput moles ap 10 pevcent or wore of the Unifed
States total {thiz porcentnge is, of comse, quite mrbi-
trary and subject to obvious limilations), then about 40
percent of the products were items in which the individ-
ual company’s output made vp an important port of
the United Statea total, Of these *important” prod-
ucts, about 90 pacent were items which individualiy
made up § porcent or less of the company’'s total out-
put pnd may thus, in a sense, be clessed as ""wnimpor-
tant" to the compnnies.

On this seme basis, it may bo seid that, for 60 per-
oent of the individunl products, & single company's
output was relatively “animportant” in the totol
doemeatic production and hali of thess products were
items which individeally contributed less than 0.1
pereent to the total valua of the company’s outpub.

How important in the domestic production pioturs
iz each company’s output of its mest importent pred-
uctt The voalue output of thoe meat important produst
of onc of the companies nccounted for only 3.1 percent
of the tetal production of that product. A# the other
extreme, the volue oubput of the mest impertent pro-
duct of each of 3 companiea made up 75 perconi or moro
of the total domestic preduction of thesa 3 products.
Por 29 of the 80 companies, however, tha value ontput
of theleading produot of cach.compony accounted for 25
percent or less of the teta] production of theze produota,

General Conclusions

This investigntion of the product etiucturca of largs
corporations demonstrates with better evidenca than
Laa been heretofore available that corpornte bigness and
concentration in the production of individual producis
orve not always the snms thing, An independent {abule-
tion of the nsaeis of the largest 50 corporntions in 1937,
o veported in Moody's, reveals that these corporations
had approximgtely one-third of the toinl assetas of all
manufocturing corpornsions as reported in the Stalistivs
of Iacoms. Further, these corporntions accounted for
approximately ong-half of all taxable inconre in manu-
fasturing and they accounted for about 28 parcent of the
total valuo of products in the manvfactining segient
of tho seomomny. These ore the over-all measurcs of
corporats size,

In appraising the role played by these largoe coxpors-
tions in the seconomy, datn must be developad which
will 2id in answering diffearont types of questions. For
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gome businesz decigions, the nrea of applienbility is
company-wida and for these decisions the over-all
company mensures of gize are velavant. For axample,
when b compony mekes o desision to-pdopt o certain
labor pobicy or o decision to extord dant capaocity, the
coneern often operates 48 & umit and ite ovor-all gizo is
one factor of conmiderthle weight. For otber types of
decisions, however, in which only o part of the eaneem’s
operntiona is affected, mensures of a difforent typo are
indiceted. For example, when the decisions relate to
the pricing policies to be followed for an individual
product, the most significant factor is not the oaver-all
size of the corporstion but the contzo] which the cor-
porotion maintaing over the ocutput of that individus)
product. Such data will throw light on the extent of a
company'2 potential tomtrol over produection in tha
arens whera oritical price decisions are made, nsmaly, in
the markets for individusl producis.

From the data developed in the Commerce sbudy
of The Struoture of Industry, which bas beca briefly
summarized heve, we seg that, in terms of mdividual
producis manufactured by them, there is an extremely
wide range in the degree of control over production
moiniained by these big corporations individuslly.
TFor the great mojority of the products manufactured by
them the imdividunl company's control of the tepgibla
aork messured here is very smnll. Mooy of these ikems
aro undenbtodly the result of ntepration in varicua
forma in the moanufachuring process whershy hy-
products, supplementary, suxilisry, and complementary
products are produce as a part of the activity of ona
concern. For tha relatively fewer products numerically
the output of these companies individunlly makes up an
importent patt of the domestic production, snd the
products are geacrally the more important itema o the
companies themselves.

All sorts of conditions of control exist and the indi-
vidual product structures of ench of the larpest 50
corporations sve shikingly differcnt.  Eacl product nod
cach company is umique,  All these corporations are big
in torms of over-all measnyes, but their control over the
individunl products manufactured by them vavies widely.

Fhe generel picture of concenération in production
which is gained from the usa of this new meosure of
product concentration cannot but impres: one with the
extreme complexity of the whole problem of con-
eenteation, Sweoping statements whivh lump all big
gorporations together aa if they were idontion]l in
strugture or prer-all treaiment from the policy angle
eannot contribute mueh toward solving the problema
sasociated with concentration or the problems associcted
with the big corporations. Thia is certainly one of the
most striking ¢onelusions, though a negative one, which
may be drown from the data supplied in the Commorce
atudy. In &Ml those msticrs invelving price decision,
the individuslness of each cass would ssem to indicate
the wisdom of dealing with cach company or, for thnk
mattor, with ench product on an individunl bosis. -



